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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 


1985 1986 1987 1988 (e) 
Domestic 
Economy 
Population (thousands) (*) 12,123 12,324  i2;527 22,730 
Population growth (%) 1.6 1.6 1.6 1.6 
GDP in dollars (billions) 16.0 16.5 18.4 19.4 
Per capita GDP, current dollars 1,320 1, 340 1,465 L525 
GDP (CH$ billion in 1977 Prices) 356.4 376.6 398 424 
% change 2.4 5.7 S79 6.5 
Consumer Price Index (% change) 26.4 a7 4 22.5 12.06 
Production and Employment 
Labor force (thousands) (*) 4,239 4,270 4,355 4,450 
Unemployment (*) 1.69 8.8 729 veut 
Govt. work programs as % 
of labor force (*) 7.0 4.8 244 0.4 
Industrial production (% change) 0.1 7.6 6.4 7.0 
Govt. surplus (deficit) % of GDP (2.6) (1.8) (0.8) ** 1.5%** 
Balance of Payments 
Exports (F.0O.B.) 3,804 4,250 5S; 224 6,750 
Imports (F.0O.B.) 2,955 3,126 3,994 4,600 
Trade balance (F.O.B.) 849 1,079 1 230 2; 1450 
Current-account balance -1,329 -1,091 -750 150 
New foreign direct investment(#) 80 105 216 125 
Foreign debt 19,318 19,352 19,000 17,000 
Debt payments 2,363 2,403 2,130 1,900 
Debt payments as % of 
merchandise exports 62.1 56.5 40.8 27.3 
Foreign exchange reserves 1,867 L, 77s L S872 2,600 
Average exchange rate for year 161 192 220 246 
Foreign Investment (##) 
Total (cumulative since 1974) 2,410 2,829 3,226 3, tem 
U.S. 1,232 1,507. 1,733 £1,900 
U.S. share (%) 51.1 53.3 52.1 51.0 
U.S. - Chile Trade 
U.S. exports to Chile (F.A.S.) 682.0 $23.3 796.0 1,000 
U.S. imports from Chile (C.I.F.) 857.4 934.8 1,104.0 1,500 
Trade balance -175.4 -111.5 2306.0 <~S00 
U.S. share of Chilean exports(%) 23.6 21.9 ai4% 217 
U.S. share of Chilean imports(%) 21.8 20.5 19.9 2107 


Principal U.S. exports (1987): Mining machinery, fertilizers, 
computers. 


Principal U.S. imports (1987): Copper, gold, fresh fruits. 


Sources: Central Bank, National Institute of Statistics, Foreign 
Investment Committee and Embassy estimates. 


(*) Year-end values 

(**) IMF definition; excludes Copper Stabilization Fund 
(#) BOP: new capital only 

(##) Also includes associated capitalized credits 











SUMMARY: The Chilean economy grew at a 6.6 percent annual rate 
during the first 9 months of 1988, leading to significant job 
creation and increases in real wages. We expect the economy to grow 
between 6 and 7 percent this year. This steady growth has been 
spurred by export-oriented economic policies, strong export earnings 
(helped by unexpectedly high copper prices), good investment levels, 
expansionary monetary policy and a favorable world economic climate. 


Manufacturing, retail sales, transportation and utilities all grew 
at a 9 percent rate or better. Agriculture, mining, construction 
and services grew at below average rates. 


Employment increased by 250,000 workers over mid-1987 levels, and 
open unemployment in September fell to 8.7 percent. Real wages are 
up by 8 percent over levels experienced a year ago. 


Throughout the year, the Central Bank has maintained an increasingly 
expansionary monetary policy. On the other hand, despite reductions 
in tariffs, excise taxes, and the value added tax, the budget should 
end the year in surplus due to higher copper prices. The increased 
money supply notwithstanding, the Government of Chile (GOC) has been 
able to contain price increases. Aided importantly by lower world 
oil prices, Chile’s inflation rate slowed to 12 percent this year. 


Due to a record $1.2 billion trade surplus in the first half of the 
year, the GOC ran a $224 million current account surplus. Over $5 
billion in foreign private bank debt has been retired since 1985 
under Chile’s debt swap programs. 


All indications are that Chile’s transition to democracy with 
presidential and congressional elections in December 1989 and 
installation of the new government in March 1990 will proceed under 
highly favorable economic conditions. Moreover, the early 1990s 
also have great promise: existing investments should increase the 
volume of exports by 40 percent by 1992; demographic factors will 
lead to an older more productive work force; and the current tax 
structure is income elastic, that is tax revenues should increase 
faster than GDP growth. The key factor in translating the promise 
into continued economic growth will be maintaining investment 
levels. Current investment levels appear to be adequate for 5 
percent growth as no production bottlenecks appear on the horizon. 


In a democracy, there will be legitimate demands for additional 
social investment in health, housing, and education which make 
longer range contributions to GDP growth. Some economists of the 
political opposition suggest that such spending should be increased 
by 4-6 percent of GDP. With 5 percent annual GDP growth, the 
current tax structure (with the Copper Stabilization Fund as an 
insurance policy) should provide those levels of revenue by 1992. 
By gradually phasing in spending in line with overall growth, 








macroeconomic equilibria can be maintained. Other economic and 
social policy changes can also be crafted in ways that will support 
investor confidence. Foreign direct investment should play an 
important role since large-scale foreign bank lending or massive 
debt write-offs appear unlikely. Given sound economic management, 
the Chile of the future should enjoy both democratic government and 
sustained economic growth. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth - 1988: The Chilean economy grew 6.6 percent during 
the first 9 months of 1988, following a 5.7 percent growth rate in 
1987. The economy is now in its fifth year of economic growth, and 
since 1986 has been growing over 5 percent annually. In the last 5 
years, Chile has been second only to Brazil in economic growth in 
Latin America and despite the 1982 crash has the third best record 
over the past decade. 


The agricultural sector increased 2.9 percent over third quarter 
1987 levels. The reduction in price supports for wheat, oilseeds, 
and sugar resulted in reduced plantings. However, unexpectedly high 
wheat yields resulted in increased production and reduced dependency 
on imports. The value of fresh fruit exports grew by 16.4 percent 
this past season and is projected to continue growing at similar 
levels for the next several years. The value of forest product 
exports grew by 45.2 percent, reflecting harvest of timber planted 
in the early seventies. Fish landings increased 20.7 percent with 
lifting of fishing bans aimed at correcting earlier problems 
associated with over-exploitation of certain species of fish. 


Output in the mining sector rebounded to a 5.3 percent growth level 
in spite of production’ problems in the first 6 months at CODELCO, 
the state-owned copper corporation. Chile accounts for 22 percent 
of free world copper production, making it the world’s largest 
producer and exporter. Chile also is one of the world’s top 10 
producers of molybdenum, rhenium, lithium, selenium, nitrates, 
iodine, gold, and silver. Many important deposits which were 
discovered during the exploration boom of the 1980s are about to 
enter into development. When these projects enter into production 
in the 1990s, Chile will have important increases in the production 
and export of copper, gold, silver, nitrates, iodine, and sulfuric 
acid. 


Domestic crude oil output has declined 25 percent in the past year, l 
following a 6 year trend, due to oil field depletion. Domestic oil T 
production now supplies about 31 percent of national consumption, 

down from 35 percent in 1986. A 20 percent increase in coal output 

has partially substituted for decreased oil production, particularly 

in thermoelectrical generating plants. The GOC also 





signed an oil exploration and production sharing agreement with the 
Hunt Oil Company in July in hopes of finding oil and gas in the 
Salar de Atacama in northern Chile. Several other agreements with 
U.S. and European companies are also under negotiation. 


Manufacturing, utilities, transportation, and retail sales all had 
growth of over 9 percent compared with third quarter 1987. In 
manufacturing, the greatest growth has been in the production of 
metals, chemicals, and pulp. Electrical production has increased by 
6.3 percent over 1987 levels, reflecting greater industrial usage. 
Retail sales have shot up due to various tax cuts plus a 10 percent 
increase in real wages. 


The construction sector slowed to a growth rate of 4 percent, down 
from 6.1 percent in 1987. Construction owed a good part of its 
growth to a significant increase in government-sponsored housing 
programs and public works projects which were started in 1987 and 
are now finishing. (See Table 1.) A number of construction 
projects have been delayed following the October 5 plebiscite as 
developers have taken a wait-and-see attitude. 


Chile has had one of the highest concentrations of GDP in the 
services sector in the world, a legacy of Chile’s former closed 
single export product economy. The switch from an import 
substitution economy has led to greater growth in the goods sector, 
especially nontraditional agricultural and manufactured goods 
destined for the export market. The services sector, while still 
significant, has not kept pace. 


Table 1 


GDP BY SECTOR 1980-88 (billions of constant 1977 pesos) 
1980 1981 1982 1983 1984 1985 1986 1987 1988* 


Agriculture 28 29 28 27 29 31 ao 35 37 
Fishing 2 2 3 3 3 3 4 4 5 
Mining 26 28 30 29 30 3k 32 32 aa 
Industry 78 80 63 65 Ta a3 78 82 88 
Utilities 8 8 8 8 9 9 10 12 i2 
Construction 19 23 18 17 18 21 21 23 24 
Retail 67 70 58 56 59 60 63 67 Fa 
Transport & 20 ai 18 18 19 20 22 2a 25 
Communications 
Services 115 122 104 104 109 109 114 4123 127 
TOTAL 363 383 329 327 348 357 ate 398 424 


*xestimate 








Employment: Unemployment in 1988, including those in government 
make-work programs, has been running 1-2 points below 1987, 
reflecting continued growth in the economy. The lowest unemployment 
level since 1972 was is 1987. Unemployment peaked at 9.1 percent 
during the height of the austral winter, but comparing September 
1987 to September 1988, the economy created 250,000 new jobs. The 
major increases occurred in manufacturing (94,300 new jobs), 
construction (55,100), and transport (32,700). The services sector 
only increased by 12,000 jobs as workers switched to the more 
dynamic (and higher paying) trade oriented areas of the economy. 
Part of the slower increase in services reflects the phase-out of 
low paying government jobs programs. (See Table 2.) 


Chile no longer has a generalized unemployment problem. Rather, the 
problem is concentrated among 18-25 year olds living in large urban 
centers such as the poor districts of the Santiago metropolitan area 
and Antofagasta, Valparaiso, and Concepcion. Within some of these 
areas, open unemployment rates combined with those in government 
jobs programs approach 30 percent of the work force. The 18-25 


year-old age group suffers from unemployment rates double the 
national average. 


Only about 10 percent of the labor force belongs to unions. The 
rate of union participation has dropped from about 30 percent of the 
labor force in 1975. There are currently 6,000 unions, federations, 
and confederations in Chile with a total membership of about 400,000 
workers. Union membership is greatest in the mining industry where 
a few large state enterprises such as CODELCO and ENAP account for 
most of the production and employment. 


Wages: Real wages stand some 8.2 percent above levels of September 
1987 both because of lower than expected inflation and because spot 
shortages of some classes of workers led to wage competition. 
Government wage indices cover mainly the formal and modern areas of 
the economy. If one includes the informal sectors of the economy, 
overall wages have probably risen less. Real wages have climbed 
slightly every year since 1985 but still remain slightly below the 
levels of the height of the boom in 1981. The minimum wage still 
remains 40 percent below the 1981 peak, but high minimum wages were 
a factor in the persistently high unemployment rates of the 1970s. 


Table 2 
PERCENTAGE CHANGES IN REAL WAGES BY OCCUPATION: SEPTEMBER 1985-1988 
9/87 - 9/88 9/86 - 9/87 9/85 - 9/86 
Management 18.8 -0.1 7.3 4 
Technical 7.5 0.6 3.2 
Administrators 6.8 0.8 p 
Sales 2256 -1.7 7.6 
Specialized White Collar 4.9 Ls 3.8 
Specialized Blue Collar 8.5 -2.2 6.0 
Unskilled Labor 9.1 -1.5 4.4 
Services 8.6 1.4 -0.9 
TOTAL 8.2 OS Bes 





Fiscal Policy: Chile reduced the public sector balance (net 
indebtedness of the government plus nonfinancial public enterprises) 
through a program of continued budget austerity, increased revenues 
from value added taxes, and unexpectedly high copper prices. In 
January 1988, the government reduced import tariffs from 20 percent 
ad-valorem to 15 percent and reduced excise taxes on a number of 
imported luxury consumer goods. In June, the value added tax was 
reduced from 20 to 16 percent. Despite these cuts, with copper 
prices averaging over $1.07 per pound in the first 9 months, it 
appears likely that there will be a budget surplus in 1988. The 
draft 1989 budget being considered by the Junta calls for a 3 
percent real increase in spending. If copper prices average at 


least in the mid-80 cent range for the year, the 1989 budget should 
be close to being balanced. 


The main sources of government revenue in 1987 were the value added 
tax, tariffs, excise taxes, personal and business income taxes, and 
income from state enterprises. Government revenues amounted to 31.3 
percent of GDP in 1987. Revenues in 1987 increased significantly 
due to higher than expected receipts from copper exports which 
provides about 15 percent of government revenues. 


Privatization of some state enterprises continued throughout the 
year with sales to private and institutional investors and to public 
sector workers of shares in companies held by the Chilean 
Development Corporation (CORFO). One of Chile’s largest firms, 
ENDESA (electricity), is now nearing privatization, with 48 percent 
of its stock held by company workers, institutional investors and 
other shareholders. The government also announced steps towards 
privatization of ENTEL (telecommunications) and LAN-Chile (airline) 
and is considering the sale of at least another 12 firms. 


Current expenditures of the public sector continued to fall in 1987 
and were the equivalent of 32.9 percent of GDP. According to the 
GOC budget, the main components of public sector expenditures in 
1988 are social security payments to private recipients (25.1 
percent of the total), debt service (16.3 percent), transfers and 
subsidies to the private sector (18.9 percent), and wages and 
salaries (14.8 percent). Since most of Chile’s younger workers 
belong to private pension funds (AFP’s) and thus do not contribute 
to the public pension system, the government will have to spend an 


increasing portion of its general revenues to fund the social 
security gap. 











Monetary Policy: The Central Bank has maintained an increasingly 
expansionary monetary policy during the year. In real terms, Ml 
(currency plus checking accounts) increased 33.8 percent in the first 
8 months following a 13.9 percent decrease in 1987. Starting in 
mid-November 1987, the Central Bank lowered rates on Treasury bonds 
which was taken as a signal by the financial sector to follow suit on 
their lending. Then, in December and January, the money supply 
increased significantly due both to seasonal variations and to the 
change in monetary policy. While the rate of expansion dropped off 
in March through July, it increased again before the plebiscite. 


The Financial System: For the third year in a row, the Chilean 
financial system is showing a narrow profit. As in the past, 
branches of foreign banks and the state-owned Banco del Estado 
accounted for most of the earnings. Chilean private banks generally 
reported an operational surplus but earned no profits for common 
stockholders as a result of the requirement to repurchase bad loans 
previously assumed by the Central Bank. The financial system, 
however, remains fragile and vulnerable to downturns in the economy. 
Some local Chilean banks are still weak, because of an inadequate 
capital base and the low quality of their portfolios. This year, 
some local banks (Banco de A. Edwards and Banco Nacional) have 
increased their capital through new infusions of capital, by bringing 
in foreign banks as shareholders (Credit Lyonnais and the National 
Bank of Canada), or by mergers (Banco Osorno and Banco del Trabajo). 
The high level of indebtedness of most Chilean firms and the highly 
competitive financial market have combined to keep spreads low. 
Thus, most bank profits are being generated from non-lending 
activities such as money desk operations, debt-to-equity swaps and 
trade in government bonds. 


Inflation: The Chilean Government has followed mixed macroeconomic 
policies. The money supply has been allowed to expand while the 
government ran a fiscal surplus. The result has been that inflation, 
which increased from 17.4 percent in 1986 to 21.5 percent in 1987, 
Slowed this year to around 12 percent. Tax cuts, first in excise 
taxes (in January), and then the value added tax (in June), played a 
major role in keeping inflation down as did declining petroleum 
prices. The Central Bank also used changes in the exchange rate 
policy to dampen prices. 


External Sector Policy: Over the next 5 years, Chile’s principal 
challenge will be to continue economic growth in the face of a 
massive external debt burden which, despite the success of the swap 
program, still stands at $17 billion. Chile has been a model for 
other debtor countries in working out multi-year debt reschedulings 
with private creditors in conjunction with IMF and World Bank 
programs. In August, Chile signed an arrangement with private banks 
to lower interest rates on existing debt as well as to permit Chile 
to emit new debt in the future in order to gradually reenter the 
voluntary lending market. 





| 
| 
| 








The GOC focus on maintaining a competitive real exchange rate has 
had a major effect in limiting imports, promoting exports, and 
encouraging the development of an efficient domestic industrial 
sector. In January, the monetary authorities widened the band 
around the dollar from 2-3 percent and allowed the peso to go to the 
top of the band (from 244 to 238 pesos to the dollar), thus making 
imports cheaper. In addition, when the inflation rate was 
unexpectedly high in March and October, the Central Bank adjusted 
the exchange rate less than under the crawling peg exchange rate 
formula. Despite the adjustments, there has not been any noticeable 
effect on Chilean export competitiveness. The legal parallel rate, 
reflecting a variety of supply and demand factors, especially 


political uncertainty this year, has run as high as 20 percent above 
the official rate. 


One important leg of Chile’s adjustment policy is promotion of 
structural change. Chile has used money from the World Bank to 
improve its economic infrastructure (roads, electric generation, 
etc.) which offer direct support for exporters by lowering 
in-country transportation costs and by providing reliable low-cost 
energy supplies. In addition, the Government of Chile has 
introduced a series of measures to aid exports, such as expediting 


return of value-added taxes, in-bond warehouses, 10 percent drawback 
on exports, etc. 


Balance of Payments: This year will be the first since 1982 when 
the availability of foreign exchange has not been a constraint to 
economic growth. High copper prices led to a trade surplus of $1.5 
billion in the first 9 months (as opposed to $755 million in the 
Similar period in 1987). In accordance with the second Structural 
Adjustment Loan from the World Bank, Chile has set up a Copper 
Stabilization Fund, which becomes operational when the price of 
copper exceeds by 5 cents the benchmark price agreed to at the 
beginning of the year (83.6 cents in 1988). 


The 1987 debt rescheduling agreement with the private banks will 
permit Chile to skip one debt service payment this year (retiming), 
resulting in an interest savings of approximately $450 million. We 
project that the cumulative effect of higher copper prices and the 
retiming agreement will result in a current account surplus of $150 
million. Official reserves total $2.6 billion (equivalent to 6 
months of imports). 


On October 26, the United States voted in favor of a loan from the 
Inter-American Development Bank, a departure from the policy of 
abstention on multilateral development loans it had followed since 
1986. The U.S. Government announced that decisions on future loans, 
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as required by law, would be taken on the basis of the human rights 
situation in Chile at the time. Among the continuing problem areas 
is that of workers’ rights, and for that reason Chile remains 
suspended from eligibility for duty-free entry under the Generalized 
System of Preferences (GSP) as well as for new OPIC insurance. 


Chile now exports almost a third of its GDP, and as an open economy 
is vulnerable to external shocks. Despite significant product 
diversification, copper still accounts for almost half of total 
exports. Copper has been notorious for wide swings in prices 
through the business cycle. (A 1 cent change in the average annual 
price of Chile’s copper exports alters export earnings by 
approximately $30 million and Treasury receipts by about $23 
million.) Similarly, prices for other important exports such as 
pulp and fish meal are highly cyclical. Although Chile has coped 
well with its debt, changes in nominal international interest rates 
could cause balance-of-payments problems in 1990 and beyond. (A 1 
percentage point increase in LIBOR adds about $150 million annually 
to Chilean debt service.) 


Prospects for Economic Growth - 1989 and Beyond 


The economy in 1989 is poised for another solid year of growth. 
Consumption, spurred by the tax cuts this year and continued growth 
in real wages, should continue growing in 1989. Government spending 
is expected to increase in real terms, and the foreign trade sector, 
in constant terms, should grow slightly. Those sectors should give 
a base of 4-5 five percent GDP growth. 


On October 5, 1988, an extraordinary turnout of voters -- 97 percent 
of those registered and 89 percent of all Chileans over 18 -- denied 
General Augusto Pinochet another 8-year term as president. As a 
consequence open competitive elections for president, in which 
General Pinochet is ineligible to run, must be held on December 14, 
1989. Twenty-six senators and 120 members of the Chamber of 
Deputies will be chosen at the same time. The new government will 
take office on March 11, 1990, at which time the military junta 
which has exercised the legislative function since the 1973 military 
coup will cease to exist. Chile’s return to democracy should take 
place under highly favorable economic conditions, a situation unique 
among the newly restored democracies in Latin America. 


One important question mark in the future economic outlook is 
investment. Following the plebiscite, some investors, particularly 
in the construction and agricultural sectors, have taken a 
wait-and-see attitude. Over the coming months, both pro- and 
anti-government political leaders and economists need to assure 
investors of their commitment to continued sound economic management. 
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Nevertheless, several long run trends in the economy will operate in 
Chile’s favor in the 1990s: 


--Chile has largely made the transition from an import substitution 
to an open trade-oriented economy. Industries are efficient and 
produce goods competitive in terms of both price and quality for the 
international market. In the last 2 years, internal debt levels 
have fallen and, as a result, consumption has recovered. The 


government budget is in balance, and revenues should grow faster 
than overall GDP. 


--Because of existing investments, export volumes should grow by 40 
percent by 1992. Although the level of foreign debt has been 
declining due to debt swaps, Chile is scheduled in 1991 to resume 
amortization payments. If the debt retirement program continues, 


the burden caused by resumed amortization could be significantly 
lessened. 


--Investment is much more efficient following the restructuring of 
the economy. Interest by foreign investors has increased, and one 
important factor has been the debt-equity swaps under Chapter XIX. 


--Demographic factors will lead to a declining number of 18-25 year 
olds entering the labor force. Moreover, an older work force should 
be more productive. With fewer low-skilled job entrants, real wages 
should continue to improve, especially at the low-end of the income 
scale. Problems will continue for the current group of hard-core 
unemployed (those who are now 18-25 in urban slums), which implies a 
need for job training, rather than massive jobs programs. 


These bright prospects, however, depend importantly on sound 
economic management: policies that lead to inflation or excessive 
consumption spending (and thus balance-of-payments problems) can 
slow or even reverse the momentum that has been built up in the 
Chilean economy. One key will be keeping’ up investment levels. 
Current levels appear to be adequate to achieve 5 percent GDP growth 
targets. Opposition economists have suggested that investment in 
social areas (housing, health, and education) needs to be increased 
over existing levels by about 4-6 percent of GDP. There are 
currently shortages in these areas, and a future democratic 
government will need to address these legitimate demands. 


Given the current tax structure, it should be possible to increase 
social spending without major tax or economic policy changes, if the 
programs can be phased in over time (i.e., between 1990 and 1992) in 
accordance with the natural rise in revenues. In any event, a 
sudden increase in spending would lead to resource bottlenecks. The 
next government will benefit from having a large Copper 
Stabilization Fund to buffer both government revenues and the 
balance of payments against sudden changes in copper prices. 
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In changing economic and social policies, any future government will 
have to consider the effect of such changes on investment. It will 
be especially important to avoid rigidities, such as raising the 
minimum wage to levels that cause unemployment. Similarly, changes 
in foreign investment laws could rapidly choke off a needed source 
of external financing. Since large-scale lending by private foreign 
banks or a massive debt write-down appear unlikely, foreign 
investment may be the only continuing source of private external 
financing. 


In sum, the underlying trends in the economy suggest excellent 
opportunities for growth in the 1990s, growth which will permit 
greater levels of needed social spending. The key will be to phase 
in spending increases slowly and to insure that other changes in 
economic and social policy do not adversely affect the investment 
climate. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


In general, Chile is the most open market in Latin America for U.S. 
exports and investment. Imports are subject to a 15 percent across 
the board tariff. A limited number of products (e.g., automobiles, 
textiles, tires, and inner tubes) are subject to surcharges ranging 
from 5-15 percent. The United States is Chile’s principal trading 
partner, accounting for about 20 percent of Chile’s total imports 
and absorbing 21 percent of Chile’s exports. In 1987, U.S. exports 
to Chile amounted to $796 million while U.S. imports from Chile 
totaled $1.1 billion. This trade gap is expected to narrow over the 
next years as U.S. exports continue to benefit from a competitive 
dollar vis-a-vis European currencies and as greater U.S. domestic 
copper production displaces Chilean shipments. 


Export Opportunities: The best prospects for U.S. equipment and 
products to be imported by Chile include mining, earthmoving, food 
processing and packaging, agricultural, chemical, forestry, 
woodworking, pulp and paper, computers and peripherals, medical 
instruments and supplies, air conditioning and industrial 
refrigeration, safety and security instruments and textile equipment. 


While U.S. exports will benefit from the overall growth in the 
economy, traditional markets for U.S. agricultural goods have 
suffered due to import protection. As a result of minimum import 
prices imposed in 1985, U.S. exports of wheat fell to $19.7 million 
in 1986, down from $159 million in 1983. On a more positive note, 
during 1987, the United States exported $31.4 million in 
agricultural products of which $13 million corresponded to corn to 
supply Chile’s pork and poultry production. 


The U.S. Foreign Commercial Service (US&FCS) in Santiago conducts a 
broad trade promotion program to increase the sale of U.S. 
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products. This year a special effort will be made to expand the 
market share of mining equipment. U.S. firms interested in 
information on exporting to Chile can contact either US&FCS in 
Santiago or the nearest Commerce Department district office. 


The Foreign Agricultural Service (FAS/USDA) in Santiago promotes the 
export of U.S. agricultural commodities and food products in Chile. 
FAS provides the following free services which can be obtained by 
contacting the Agricultural Attache’s office: 1) Chilean importers 
are put in direct contact with the various sources of U.S. commodity 
and food products which they are interested in purchasing, 2) a 
publication listing U.S. commodity and food products offered for 
export, which is mailed on a weekly basis to importers or can be 
picked up in the Agricultural Attache’s office, and 3) resolution of 
contract noncompliance or health or sanitary problems with 
agricultural imports from the United States. 


Investment Opportunities: In 1987, foreign investment (including 
associated capitalized credits) totaled $497 million and 9 months of 
1988 totaled $486 million. Several major projects have been 
approved this year, including the $1.1 billion "La Escondida" copper 
mine. Chile has an attractive foreign investment law, with very 
liberal capital transfer rules. About 2.0 billion dollars of such 
investment has actually flowed into the country since 1982. 


Debt-equity swaps total over $1.6 billion since 1985. U.S. firms 
have been the leaders in taking advantage of this program, which 
provides excellent opportunity for companies interested in investing 
in Chile. In addition, nonprofit organizations have used debt-swaps 
to help underwrite operations in Chile. The Embassy’s Economic 
Section can provide potential investors with further information on 
the economic climate. 








International Trade Administration/US&FCS District Offices 


ALABAMA 


*Birmingham—Rm. 302, 2015 2nd Ave. North, 


Berry Bldg., 35203 (205) 731-1331 


ALASKA 

Anchorage—701 C St., P.O. Box 32, 99513, 
(907) 271-5041 

ARIZONA 

Phoenix—Federal Bldg. & U.S. Courthouse, 
230 North Ist Ave., Rm. 3412, 85025, (602) 
261-3285 

ARKANSAS 

Little Rock—Suite 811, Savers Fed. Bldg., 
320 W. Capitol Ave., 72201, (S01) 378-5794 
CALIFORNIA 

Los Angeles—Rm. 800, 11777 San Vicente 
Blvd., 90049, (213) 209-6707 

Santa Ana—116-A W. 4th St., Suite #1, 
92701, (714) 836-2461 

San Diego—6363 Greenwich Dr., 
(619) 557-5395 

* San Francisco—Fed. Bldg., Box 36013, 450 
Golden Gate Ave., 94102, (415) 556-5860 
COLORADO 

* Denver—Rm. 119, U.S. Customhouse, 
721-19th St., 80202, (303) 844-3246 
CONNECTICUT 

* Hartford—Rm. 610-B, Fed. Office Bldg., 
450 Main St., 06103, (203) 240-3530 
DELAWARE 

Serviced by Philadelphia District Office 
DISTRICT OF COLUMBIA 

¢ Washington, D.C.—(Baltimore, Md. Dis- 
trict) Rm. 1066 HCHB, Department of Com- 
merce, 14th St. & Constitution Ave. N.W 
20230, (202) 377-3181 

FLORIDA 

Miami—Suite 224, Fed. Bidg., 51 S.W. First 
Ave., 33130, (305) 536-5267 

» Clearwater—128 North Osceola Ave. 33515, 
(813) 461-0011 

¢ Jacksonville—3100 University Blvd. South, 
32216, (904) 791-2796 

* Orlando—75 East Ivanhoe Blvd., 32804, 
(305) 425-1234 

* Tallahassee—Collins Bldg., Rm. 401, 107 
W. Gaines St., 32304, (904) 488-6469 
GEORGIA 

Atlanta—Suite 504, 1365 Peachtree St., N-E.. 
30309, (404) 347-4872 

Savannah—120 Barnard St., A-107, 31402, 
(912) 944-4204 

HAWAII 

Honolulu—4106 Fed. Bidg., P.O. Box 50026, 
300 Ala Moana Blvd., 96850, (808) 541-1782 
IDAHO 

* Boise—(Denver, Colorado District) State- 
house, Room 113, 83720, (208) 334-9254 
ILLINOIS 

Chicago—1406 Mid Continental Plaza Bldg.. 
55 East Monroe St., 60603, (312) 353-4450 

¢ Palatine—W.R. Harper College, Algonquin 
& Roselle Rd., 60067, (312) 397-3000, x-532 

¢ Rockford—515 North Court St., P.O. Box 
1747, 61110-0247, (815) 987-8100 

INDIANA 

Indianapolis—357 U.S. Courthouse & Fed 
Office Bldg., 46 East Ohio St., 46204, (317) 
269-6214 


FIUz2, 





* DENOTES REGIONAL OFFICE WITH SUPERVISORY REGIONAL RESPONSIBILITIES 


IOWA 

Des Moines—817 Fed. Bldg., 210 Walnut 
St., 50309, (515) 284-4222 

KANSAS 

¢ Wichita—(Kansas City, Missouri District) 
River Park P!., Suite 565, 727 North Waco, 
67203, (316) 269-6160 

KENTUCKY 

Louisville—Rm. 636B, U.S. Post Office and 
Courthouse Bldg., 40202, (502) 582-5066 
LOUISIANA 

New Orleans—432 World Trade Center, No. 2 
Canal St., 70130, (S04) 589-6546 

MAINE 

* Augusta—(Boston, Massachusetts Dis- 
trict) | Memorial Circle, Casco Bank Bldg., 
04330, (207) 622-8249 

MARYLAND 

Baltimore—415 U.S. Customhouse, Gay and 
Lombard Sts., 21202. (301) 962-3560 
MASSACHUSETTS 

Boston—World Trade Center, Suite 307 
Commonwealth Pier Area, 02210, (617) 
565-8563 

MICHIGAN 

Detroit—1140 McNamara Bldg., 477 Michi- 
gan Ave., 48226, (313) 226-3650 

*Grand Rapids—300 Monroe N.W., Rm. 409, 
49503, (616) 456-2411 

MINNESOTA 

Minneapolis—108 Fed. Bldg. 110 S. 4th St. 
55401. (612) 348-1638 

MISSISSIPPI 

Jackson—328 Jackson Mall Office Center, 
300 Woodrow Wilson Blvd., 39213, (601) 
965-4388 

MISSOURI 

*St. Louis—7911 Forsyth Blvd., Suite 610, 
63105, (314) 425-3302-4 


Kansas City—Rm. 635. 601 East 12th St.. 


64106, (816) 426-3141 

MONTANA 

Serviced by Denver District Office 
NEBRASKA 

Omaha—11133 “O” St., 68137, (402) 221- 
3664 

NEVADA 

Reno— 1755 E. Plumb Ln., #152, 89502, (702) 
784-5203 

NEW HAMPSHIRE 

Serviced by Boston District Office 

NEW JFRSFY 

* Trenton—3131 Princeton Pike Bldg. 6. 
Suite 100. 08648. (609) 989-2100 

NEW MEXICO 


Albuquerque—517 Gold, S.W., Suite 4303, 
87102, (SOS) 766-2386 

NEW YORK 

Buffalo—1312 Fed. Bldg. 111 West Huron 


St., 14202, (716) 846-4191 

* Rochester—121 East Ave., 
263-6480 

New York—Fed Office Bldg., 26 Fed. Plaza, 
Rm. 3718. Foley Sq.. 10278, (212) 264-0634 
NORTH CAROLINA 

* Greensboro—324 W. Market St., P.O. Box 


14604, (716) 


NORTH DAKOTA 
Serviced by Omaha District Office 


* DENOTES TRADE SPECIALIST AT A BRANCH OFFICE 


OHIO 

* Cincinnati—9504 Fed. Office Bldg., 550 
Main St., 45202, (513) 684-2944 
Cleveland—Rm. 600, 666 Euclid Ave., 44114 
(216) 522-4750 

OKLAHOMA 

Oklahoma City—5 Broadway Executive Park, 
Suite 200, 6601 Broadway Extension, 73116, 
(405) 231-5302 

¢ Tulsa—440 S. Houston St., 74127, (918) 
581-7650 

OREGON 
Portland—Rm. 618, 
97204, (503) 221-3001 
PENNSYLVANIA 
Philadelphia—9448 Fed. Bidg.. 600 Arch 
St., 19106 (215) 597-2866 

Pittsburgh— 2002 Fed. Bldg., 1000 Liberty 


1220 SW. 3rd Ave., 


PUERTO RICO 

San Juan (Hato Rey} 
00918, (809) 753-4555 
RHODE ISLAND 

* Providence—( Boston, Massachusetts Dis- 
trict) 7 Jackson Walkway, 02903, (401) 
§28-5104, ext. 22 

SOUTH CAROLINA 

Columbia—Strom Thurmond Fed. Bldg., 
Suite 172, 1835 Assembly St., 29201 (803) 
765-5345 


Rm. 659-Fed. Bldg. 


* Charleston 
724-436] 
SOUTH DAKOTA 

Serviced by Omaha District Office 
TENNESSEE 

Nashville—Suite |114, Parkway Towers, 404 
James Robertson Parkway, 37219-1505, 
(615) 736-5161 

555 Beale St., 


17 Lockwood Dr. 29401, (803) 


* Memphis 
§21-4137 
TEXAS 

* Dallas— Rm. 7A5S, 1100 Commerce St., 
7§242, (214) 767-0542 


38103, (901) 


¢ Austin— P.O Box 12728, Capitol Station, 
78711, (512) 472-5059 


Houston— 2625 Fed. Courthouse, 515 Rusk 
St., 77002, (713) 229-2578 
UTAH 


Salt Lake City—Rm. 340 U.S. Courthouse, 
350 S. Main St., 84101, (801) §24-5116 


VERMONT 

Serviced by Boston District Office 
VIRGINIA 

Richmond—-8010 Fed. Bldg., 400 North 8th 


St., 23240, (804) 771-2246 
WASHINGTON 
Seattle—3131 Elliot Ave., Suite 290, 98121 
(206) 442-5616 

«Spokane—P.O. Box 2170. 99210, (509) 
456-4557 

WEST VIRGINIA 
Charleston — 3309 Fed. Bldg 


St.. 25301. (304) 347-5123 


500 Quarrier 


WISCONSIN 

Milwaukee—Fed. Bldg.. L.S. Courthouse, 
517 E. Wisc. Ave., $3202, (414) 291-3473 
WYOMING 


Serviced by Denver District Office 





1989 
U.S. INDUSTRIAL 
OUTLOOK 


The U.S. Government's Best Selling 
Business Reference Book 


@ Official Department of Commerce forecasts 
for over 350 industries 


@ Year-ahead and 5-year forecasts and 
industry-by-industry reviews 


@ 575 pages of outlooks and historical sum- 
mary by over 100 skilled industry analysts 


@ Vast database—tailored for business and 
investment planning 


Order the completely new 
1989 edition now. 
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